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CONFIDENTIAL SAN SALVADOR 01396 

E.O. 11652: GDS 

TAGS: EFIN, EINV, SHUM, ES, US 
SUBJECT: ANTEL IBRD LOAN 

REF: STATE 62919 

1 . SUMMARY: WHILE SOME U.S. INTERESTS ARGUE FOR U.S. SUPPORT 

OF SUBJECT LOAN, QUESTIONS MUST BE RAISED ABOUT OTHER ASPECTS. 

THIS MESSAGE INDICATES REASONS FOR SUPPORT, POINTS OUT POTENTIAL 
PROBLEM AREAS AND ASSESSES CURRENT HUMAN RIGHTS SITUATION. 

END SUMMARY. 

2. COMMERCIAL INTEREST. U.S. HAS A STRONG COMMERCIAL INTEREST 
IN THE APPROVAL OF SUBJECT LOAN. GOES PURCHASES OF TELECOM- 
MUNICATIONS EQUIPMENT AND SERVICES UNDER THIS AND OTHER 
ANTEL INVESTMENT PROGRAMS ARE PROJECTED TO GROW FROM $13.8 MIL- 
LION IN 1977 TO $25.0 MILLION IN 1979. U.S. SUPPLIERS NOW 

HAVE ABOUT 16 PERCENT OF THE SALVADORAN MARKET FOR TELECOM- 
MUNICATIONS EQUIPMENT AND THERE ARE GOOD PROSPECTS OF EXPANDING 
THIS PARTICIPATION TO THE ORDER OF 25 TO 30 PERCENT IN COM- 
ING YEARS. THIS SECTOR HAS BEEN SELECTED BY THE POST FOR COM- 
MERCIAL EMPHASIS. 
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3. DEVELOPMENT INTERESTS. EXPANSION OF TELECOMMUNICATIONS 
FACILITIES TO RURAL AREAS SHOULD BE A HIGH PRIORITY FOR THE GOES. 
CURRENT TELEPHONE DENSITY OF 1 .4 PER HUNDRED FOR COUNTRY AS A 
WHOLE CONCEALS SUBSTANTIAL DISPARITY BETWEEN RURAL (0.46 PER 
HUNDRED) AND SAN SALVADOR (7.8 PER HUNDRED) AREAS. CURSORY 
REVIEW OF ANTEL'S POLICIES OVER LAST FEW YEARS SUGGESTS THAT 
INVESTMENT HAS BEEN CONCENTRATED HEAVILY IN SERVICES FOR SMALL 
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MODERN SECTOR CONCENTRATED IN SAN SALVADOR. LATEST EXAMPLE 
IS $35 MILLION INVESTMENT IN SATELLITE EARTH STATION. AS RESULT. 

WHILE NEW YORK CAN BE DIRECT-DIALED IN SECONDS, CALL TO CHAL- 
ATENAGO MAY BE DIFFICULT. TO EXTENT THAT PROPOSED IBRD LOAN WOULD 
EXPAND TELEPHONE SERVICES TO RURAL AREAS, IT WOULD BE USEFUL 
AND OF DIRECT BENEFIT TO POOR. WE NOTE, HOWEVER. THAT ONLY 
ABOUT 12.6 PERCENT OF LOAN WOULD APPARENTLY BE DIRECTLY FOR THIS 
PURPOSE. 

4. IT WOULD SEEM QUESTIONABLE FOR IBRD TO PROVIDE 
CONCESSIONAL FINANCING FOR IMPROVEMENT OF SERVICES TO MODERN 
SECTOR. ANTEL APPARENTLY GENERATES A SURPLUS ON ITS OPERATIONS, 

WITH THE INTERNATIONAL OPERATIONS BEING PARTICULARLY GOOD 
GENERATORS OF REVENUE. IT WOULD APPEAR THAT FURTHER IMPROVEMENT 
OF THIS TYPE OF SERVICE SHOULD BE FINANCED BY SUPPLIER 

CREDITS OR COMMERCIALLY RATHER THAN CONCESSIONALLY. ALSO, A 
LOOK SHOULD BE TAKEN AT ANTEL'S TARIFF STRUCTURE TO BE SURE THAT 
NO HIDDEN SUBSIDY TO THE MODERN SECTOR IS INVOLVED. ACCORDING 
TO ANTEL'S CONSULTANTS (TAI INC.), A RATE STUDY WAS RECENTLY DONE 
BY ITU. 

5. SINCE IBRD PROPOSAL IS NOT AVAILABLE TO EMBASSY, WE ARE UNABLE 
OFFER ANY DEFINITIVE JUDGMENT ON ITS MERITS UNDER CONSIDERATIONS 
RAISED IN PARAS 3 AND 4 ABOVE. WE BELIEVE, HOWEVER, THAT 

THESE QUESTIONS SHOULD BE CAREFULLY CONSIDERED. 
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6. HUMAN RIGHTS. THE HUMAN RIGHTS SITUATION IN EL SALVADOR 
IS AMBIGUOUS. THIS IS OBVIOUS FROM A READING OF THE DEPART- 
MENT'S JAN. 31 HUMAN RIGHTS REPORT TO CONGRESS ON EL SALVADOR, 

THE LAST DEINITIVE ASSESSMENT. WHILE VIOLATIONS OF HUMAN RIGHTS 
ARE OCCURRING IN EL SALVADOR, SOME ACTIONS OF THE ROMERO ADMINIST- 
RATION HAVE INDICATED AN INTENTION TO IMPROVE THE SITUATION. 

MANY OPPONENTS OF THE REGIME HAVE ARGUED, HOWEVER, THAT THE 
CHANGES ARE COSMETIC AND THAT REPRESSION CONTINUES ALBEIT 

IN A MORE SUBTLE MANNER. THESE FAVORABLE ACTIONS WERE NEVER- 
THE LESS SUFFICIENT TO CAUSE THE USG TO DECIDE TO REMOVE ITS 
OBJECTION TO THE IDB LOAN FOR THE SAN LORENZO DAM IN OCTOBER. 
DEVELOPMENTS SINCE THE U.S. DECISION ON THE IDB LOAN ARE CONTROVER- 
SAL AND FALL SHORT OF ANY CLEAR SHOWING OF A STRONG AND CONTIN- 
UING COMMITMENT TO THAT IMPROVEMENT OF HUMAN RIGHTS PERFORMANCE 
WHICH IS CLEARLY TO BE DESIRED. A "LAW OF DEFENSE AND GUAR- 
ANTEE OF PUBLIC ORDER" PASSED IN NOVEMBER, WHILE LEGALIZING GOVERN- 
MENT CONTROL OF OPPOSITION ACTIVITIES, ALSO MAY FACILITATE 
IT. MUNICIPAL AND ASSEMBLY ELECTIONS WERE HELD IN MARCH WITHOUT 
PARTICIPATION OF MAJOR OPPOSITION PARTIES. FINALLY, ARMED CON- 
FRONTATIONS BETWEEN SECURITY FORCES AND LEFTIST DEMONSTRATORS 
MARCH 17, PROBABLY RESULTING FORM OVERREACTION BY THE 
FORMER, LEFT A TOLL OF TEN DEAD AND MANY WOUNDED. IN JANUARY, 
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THE INTERAMERICAN HUMAN RIGHTS COMMISSION (IAHRC ) VISITED EL 
SALVADOR AT THE INVITATION OF THE GOES. THEIR REPORT SHOULD 
BE ISSUED WITHIN THE NEXT FEW MONTHS. 

7. IN THE ABSENCE OF THE IAHRC REPORT, THERE IS LITTLE TO BE 
GAINED FROM OPPOSING ANTEL LOAN ON HUMAN RIGHTS GROUNDS. U.S. 
OBJECTIONS AT THIS POINT COULD BE CONSTRUED AS PRE- JUDGMENT OF 
GOES BEFORE RESULTS OF ITS MOST MEANINGFUL HUMAN RIGHTS GESTURE, 
THE INVITATION TO IAHRC, ARE IN. IT WOULD SOUR RELATIONS 
AND THREATEN SUCCESS OF COMMERCIAL GOALS MENTIONED PARA 2. 

FINALLY, IT WOULD BE INEFFECTIVE UNLESS SUPPORTED BY OTHER 
DONOR COUNTRIES. IN SUM, EMBASSY RECOMMENDS THAT LOAN BE 
CONSIDERED ON MERITS FROM DEVELOPMENTAL POINT OF VIEW, ABOUT WHICH 
TERE ARE MANY QUESTION, AND THAT HUMAN RIGHTS ISSUE 
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BE POSTPONED UNTIL PUBLICATION OF IAHRC REPORT. 

DEVINE 
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